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The Mexican government is facing growing unrest in the agriculture sector, a situation that could
eventually turn into a full crisis. Small and large agriculture organizations representing producers of
corn, rice, coffee, sugar, and other commodities- -have held demonstrations and blockades around
Mexico to demand greater assistance from President Vicente Fox's administration.
Fishing fleets in Sinaloa state also joined in the protests, which erupted in late June and have
continued throughout July. The groups are pressuring the administration to take such steps as
restoring fuel subsidies for the fishing industry, restoring marketing subsidies for grain producers,
imposing limits on imports of grain, coffee, and other commodities, and forcing financially troubled
sugar mills to make timely payments to sugar-cane growers.

Protests erupt around the country
While discontent has been brewing in the Mexican rural sector for several years, a series of actions
during the past few weeks has brought long-standing problems to the forefront. The first major
demonstration occurred in late June, when crews of fishing fleets in Sinaloa state seized a fueldistribution center in the port of Mazatlan to demand that the state-run oil company PEMEX resume
selling diesel at subsidized prices.
At that time, the government said diesel subsidies were eliminated because the local fishing
industry was reselling the fuel to the tourism industry at market prices. But fishing-boat owners
argued that PEMEX's doubling of the price would increase costs to the point where many fleets
would go out of business.
The week-long takeover of the Mazatlan distribution center, which handles a large share of the
gasoline and other fuel sold in northwestern Mexico, forced PEMEX and other government entities
to reach a settlement with the fishing industry. Under the scheme, the government agreed to
continue selling subsidized diesel to the fishing industry while implementing safeguards to avoid
the resale of the fuel.
The action by the Sinaloa fishing industry was the first of many such demonstrations that have
erupted around the country. Another high-profile protest also occurred in Sinaloa state just days
after the dispute with the fishing industry was settled. Corn and sorghum producers took over
toll booths on the three major highways that cross Sinaloa and later assumed control of PEMEX
installations.
The protesters, who took over the federal installations for several days, succeeded in forcing the
government to comply with a commitment to acquire more than 2.3 million metric tons of grain from
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the state's farmers. Other groups of agricultural producers took similar actions during July. Grain
farmers in northern Chihuahua took over the international crossing at Palomas, which connects with
Columbus, New Mexico, to demand that the Secretaria de Agricultura, Ganaderia, Desarrollo Rural
y Pesca (SAGARPA) hand over subsidies to help them market their crop.
The Liga de Comunidades Agrarias de Jalisco presented a similar demand for marketing subsidies,
threatening to block highways and take over federal installations in the state. In Campeche state,
the Union de Productores de Arroz took over rice-processing facilities in the communities of
Champoton and Escarcega to demand that the government's agricultural lender (Banco Nacional
de Desarrollo Rural, BANRURAL) renegotiate their debts. Elimination of marketing subsidies
angers some farmers A major reason for the crisis is the Fox administration's decision to discontinue
marketing subsidies that were a fixture during the tenure of the Partido Revolucionario Institucional
(PRI).
Agriculture Secretary Javier Usabiaga Arroyo said the programs were eliminated as part of an effort
to reduce costs and develop new marketing mechanisms. "We have to change an entire culture,"
Usabiaga told The New York Times. "A small farmer, no matter how productive, is not going to be
able to make enough money to survive. That farmer is going to have to start transforming his crops
to milk, meat, or anything else."
But federal Deputy Silvano Aureoles Conejo, who chairs the rural-development committee
(Comision de Desarrollo Rural), said the Fox government should have implemented the changes
more gradually while creating new marketing mechanisms for farmers. "The rural sector is facing
a sort of chaos," said Aureoles, a member of the center-left Partido de la Revolucion Democratica
(PRD). "The PAN government has not yet figured out how to turn these programs over to the
campesinos."
Organizations like the Confederacion Nacional Campesina (CNC) accuse the Fox administration of
failing to offer specific solutions for the many problems facing the agriculture sector. "Our problem
is that the Fox government is pretending that campesinos do not exist," said Cesar Duarte Juarez,
director of the Chihuahua chapter of the CNC.

Fox urged to renegotiate NAFTA agriculture provisions
Many agriculture organizations are also pressing the Fox administration to reverse some of the
free-trade policies that have placed producers of sugar, grain, livestock, and other commodities at a
strong disadvantage. Among the demands of the farmers who took over federal facilities in Sinaloa
was that the government impose higher tariffs on corn imports from the US.
Earlier this year, the Fox government announced plans to import US corn at drastically reduced
duties, which would benefit the poultry and livestock industry but would harm corn growers
(see SourceMex, 2001-06-27). The CNC has joined with other organizations like the Congreso
Agrario Permanente (CAP) to demand that the Fox administration renegotiate sections of North
American Free Trade Agreement (NAFTA) that are unfavorable to the Mexican agricultural sector.
Their protest has gained the support of the independent labor organization Union Nacional de
Trabajadorers (UNT).
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The CNC has threatened to block imports of US agricultural products at all international crossings
along the US-Mexico border, which could create a climate for confrontation. The protests from
agricultural producers have gained support from a number of influential legislators from the PRI,
PRD, and even Fox's Partido Accion Nacional (PAN). Many of these legislators are urging the
president to at least review the effect of NAFTA on Mexican agriculture. "The subsidies and credit
provided by the US government to its producers allow the export of large quantities of agricultural
products to Mexico," said PRI Sen. Alejandro Gutierrez, secretary of the agriculture committee
(Comision de Agricultura) in the upper house.
Fox is unlikely to follow those recommendations because of his strong support for the free-trade
policies employed by predecessors Ernesto Zedillo and Carlos Salinas de Gortari. Rather than
renegotiate NAFTA, said Usabiaga, the government must place a greater emphasis on improving
the quality and efficiency of Mexican agricultural products. "I tend to support creating strategies
that give Mexican producers greater competitiveness against imports," Usabiaga told reporters in
response to requests by Zacatecas Gov. Ricardo Monreal for NAFTA to be renegotiated.

Sugar producers angered by lack of payment
While many criticisms of the Fox administration have been directed at Economy Secretary Luis
Derbez, Finance Secretary Francisco Gil Diaz, and the president, Usabiaga continues to receive the
lion's share of the attacks. In the eyes of his critics, the agriculture secretary has actually worsened
already bad situations.
One clear example is Usabiaga's initially poor handling of a major demonstration by more than 5,000
sugar-cane growers in Mexico City in early July. The growers, represented by the Union Nacional
de Productores de Cana (UNPCA), blocked access to the headquarters of SAGARPA, the Secretaria
de Economia (SE), and the Secretaria de Hacienda y Credito Publico (SHCP) to demand that the
Fox administration force owners of sugar- processing companies to pay 4.5 billion pesos (US$491
million) owed to producers.
Some producers also formed blockades at sugar warehouses in Puebla and Veracruz, preventing
companies from proceeding with shipments. Usabiaga at first dismissed the demonstrations, saying
the government had no responsibility in the dispute, which should be settled by the sugar mills and
the growers.
Despite Usabiaga's initial nonchalant attitude toward the strike, the situation was deemed serious
enough for US Agriculture Secretary Ann Veneman to postpone a scheduled meeting with her
Mexican counterpart in mid-July. The demonstrations by UNPCA and its parent organizations,
the CNC and Confederacion Nacional de Propietarios Rurales (CNPR), eventually created enough
pressure on the Fox administration that it intervened. As part of an effort to appease the sugarcane growers, the Fox government created a special fund, called FICANA, to pay sugar-cane
growers from sugar-export revenues in the 2000- 2001 marketing year. The revenues would be
channeled through the government's foreign trade bank (Banco Nacional de Comercio Exterior,
BANCOMEXT).
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The agreement negotiated by Usabiaga, UNPCA leader Francisco Castro Gonzalez, and sugarindustry representatives- -was overwhelmingly rejected by the rank and file because it lacked
guarantees that the growers would receive the entire amount they were owed by the millers. "It is
unacceptable for us to receive those payments in installments and for us to assume financing costs,"
said UNPCA officer Manuel Leon Viveros.
The daily newspaper El Economista reported that the settlement only covers payments to growers
from Grupo Azucarero Escorpion (CAZE) and Grupo Machado, leaving payments from other millers
in doubt. "Agriculture Secretary Javier Usabiaga must pressure the other sugar-mill owners to start
making their payments," said UNPCA social-services secretary Rafael Sanchez.
The sugar-cane growers, who planned to continue their protests in front of SAGARPA, SHCP, and
SE headquarters, threatened also to take over all the sugar mills in Mexico unless the problem was
resolved to their satisfaction. The sugar crisis is one of the most complex problems inherited by the
Fox government from the preceding administrations.
Many private individuals who bought the state-run sugar mills from the government ran into debt
problems because of mismanagement and a global surplus of sugar. The Zedillo administration
reluctantly rescued the sugar-milling industry in 2000 after initially refusing to intervene (see
SourceMex, 2000-03-01, 2000-05-31).
The Fox administration has said it has no plans to rescue Mexico's 60 sugar millers, who continue
to face financial problems. The Procuraduria General de la Republica (PGR) has opened a fraud
investigation against CAZE. The company, which operates several sugar mills in Mexico, is said to
have accepted export subsidies between 1997 and 1999 for sugar that was not exported. A study by
the daily business newspaper El Financiero predicts that half of the 60 sugar mills in Mexico will be
out of business by 2002 because of the current market conditions.
The Camara Nacional de la Industria Azucarera y Alcoholera (CNIAA) also blames the industry's
problems on unfavorable terms for Mexico under NAFTA. The CNIAA says the agreement has
opened the door to competition from imports of US high-fructose corn syrup, which has displaced
sugar in the domestic market. At the same time, the US government has refused to comply with the
original terms of NAFTA, which required the US to acquire all surplus Mexican sugar. The original
sugar clauses were replaced by a side letter that reduced the amount of sugar exports to the US,
which the CNIAA says has put Mexico at a major disadvantage (see SourceMex, 2000-05-31).

Crisis deepens for coffee growers
Coffee growers are also in the midst of a crisis, with a sharp decline in global prices creating
financial difficulties for large- and small-scale producers alike. As of mid-July, global coffee prices
had dropped to US$53 per 46-kilo bag, compared with US$75 to US$80 at the start of the harvest
season. The plunge is attributed in part to much-greater- than-expected production in Southeast
Asia, particularly Vietnam.
Mexico is one of the producing countries most affected by the coffee crisis because of the
overvaluation of the peso and higher costs of production. "We run the risk that a large share of the
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harvest will not be collected, particularly by the medium and large producers," said the Coordindora
Nacional de Organizaciones Cafetaleras (CNOC). "These are the producers who hire most of the
temporary workers." The Consejo Mexicano del Cafe (CMC) has projected income for the coffee
sector to decline to 2.565 billion pesos (US$280 million) in the 2000-2001 season, compared with 6.316
billion pesos (US$690 million) in the 1999-2000.
The coffee crisis has prompted the governors from the eight largest coffee-producing states to ask
the Fox administration to create an emergency fund similar to those established by El Salvador and
Guatemala. "This crisis appears to have no bottom," said coffee producer Noel Rodas Vazquez,
who is also an independent member of the Chamber of Deputies. Rodas said he has already begun
planting replacement crops on five hectares that were previously devoted to coffee.
Mexican coffee producers and legislators from the coffee- producing states have also asked the
Fox administration to impose emergency restrictions on all imports of coffee beans. By restricting
these imports, used primarily to process instant coffee, the government would be creating a market
for Mexican coffee beans, the Chiapas state legislature said in an appeal to Fox. [Note: Peso-dollar
conversions in this article are based on the Interbank rate in effect on July 25, reported at 9.15 pesos
per US$1.00] (Sources: Associated Press, 06/26/01; El Financiero, 07/12/01; La Cronica de Hoy,
07/16/01; Reuters, 07/09/01, 07/11/01, 07/13/01; CNI en Linea, 07/11/01, 07/12/01, 07/16/01, 07/17/01,
07/19/01; Reforma, 06/26/01, 07/06/01, 07/10/01, 07/11-13/01, 07/18/01, 07/20/01; Proceso, 07/08/01,
07/22/01; The New York Times, 07/22/01; Notimex, 07/09/01, 07/10/01, 07/11/01, 07/13/01, 07/16-20/01,
07/22/01; El Universal, 06/27/01, 07/06/01, 07/10/01, 07/16/01, 07/17-19/01, 07/23/01, 07/24/01; La
Jornada, 06/26/01, 06/27/01, 07/06/01, 07/10-12/01, 07/18-20/01, 07/24/01; Novedades, 06/27/01,
06/28/01, 07/02/01, 07/10- 13/01, 07/15/01, 07/17/01, 07/18/01, 07/23/01, 07/24/01; El Economista,
06/27/01, 06/28/01, 07/06/01, 07/11/01, 07/13/01, 07/16/01, 07/19/01, 07/23/01, 07/25/01; Excelsior,
07/06/01, 07/10-14/01, 07/17/01, 07/18/01, 07/19/01, 07/24/01, 07/25/01)

-- End --
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